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CENTRAL INTELLIGENCE AGENCY
Directorate of Intelligence
November 1970

INTELLIGENCE MEMORANDUH4

Soviet Manpower Prospects For The 1970s

Introduction

The Soviet Union has not published data on the
expected growth of the labor force during the 1970s,
but increasingly Soviet economists are expressing
concern that a current nationwide manpower shortage
will continue.* They fear that inadequate supplies
of manpower in the future may cramp economic growth.
Western projections of USSR manpower indicate that
ir.crements to the total population and to the adult
population will be smaller between 1970 and 1980
than during the preceding decade, but, in contrast,
additions to the labor supply (persons 14 years and
older minus full-time students) and to the labor
force will be larger (see the chart).** Despite

* A manpower shortage is defined by Soviet econ-
omigts as the diffevence betwaen the total number .
of workers called for in the plan and the number of :
workers actually employed. , '

** Definitions of terme used in this memorandum are’
a8 follows: adult population inecludes all persong 14

years of age and older; labor supply i8 the adult
population exclusive of full-time students; and
labor force ts the employed portion of the labor
supply, including the armed forces as well as the
civilian labor forece. For a desaription of the
methodology ueed in estimating and projecting the

) labor supply and the labor force during 1960-80,
see the Appendix.

Note; This memorandum was produced solely by CIA.
It was prepared by the Office of Economic Research
and was coordinated with the Office of St »ategic
Regearch. ) ' ‘
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the slightly larger absolute increase in the'size
of the labor force in the 1970s,: however, the per-
centage growth will be smaller than in- the 1960s<
Between 1960 and 1970, the labor force grew at an
average annual rate of 1.7%, while GNP rose at an
average;rate of approxlmately 58. In the 1970s,
the labor force is projected to grow at most by
about 1.6% a year, perhaps con51derably slower.
More 1mportantly, the nonagricultural labor force
is progected to grow at an aveéirage annual rate of
- only 2.8% during the 1970s, compared with 3,5%
;durlng ‘the 1960s. ‘Hence, Soviet concern over
"whether future supplies of manpower will 'be ade-
quate to maintain a high rate of econom1 growth
may be well founded.v.b g .

After reviewing the major changes 1n”the size
‘and composition of the Soviet population, labor
supply, and labor force during the 196Cs;, this
memorandum presents projections of the tirends in
manpower availability and the composition of thr)
labor: forze for the 19705 and discusses some of-
the. lmplxcatlons of these trends for future eco-
‘nomic growth.

“a
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Trends in the Labor Supply and the Labor Force,
“1560~70

Population and Laboyr SuppZy

l. Between July 1965 and July 1970, the total
population of the USSR increased approximately
- 12 million, less than the 16k million that occurred
‘during the first half of the 1960s. The labor sup-
ply, however, increased by more than 12% million
during 1966-70, compared with only 5 million during
1961-65 (see Table 1}..

2. The slowdown in population growth was
caused by sharply diminished birth rates in recent
years and slightly higher death rates. . The birth
rate fell sharply from 24.9 per thousand persons
in 1960 to 17.3 per thousand in 1968. This decline
was caused both by the decrease in the numbar of
women in the prime child-bearing ages (20 to 34
‘years) as a result of the low birth rates during
World War II and by a decrease in the average
number' of children per family. The increase in
the death rate, from 7.1 per thousand persons in
1960 to 7.7 per thousand in 1968, reflects the

- gradual "aging" of the Soviet population. In sther
words, a larger proportion of the population was

in the upper age groups where death rates are
higher. As a consequence of the diverging trends
in the birth and death rates, the rate of natural
increase (\he net addition to the population) is
how only about half the rate in 1960, 9.6 per
thousand'persons:compared to 17.8.

3.  Several factors are responsible for the
larger increment to the labor supply in the last
half of the 1960s than in the first half. Again,
because of World War II, fewer persons were reaching
working age in the early 1960s. In 1962, for

example, there were only 72% as many youths 15 to

.19 years of age as in 1959, By 1970, the number

. of persons 15 to 19 had grown to 87% above the

T_l962;1evel,'ref1ecting the effects of the post-war
baby boom. Moreover, reforms in education cut the
number of youths- available for work in the early
part of the decade and increased the supply of
youths in the late 1960s. The conversion of the
elementary and secondary schools from a ten-year
system to an eleven-year system in 1959 delayed

i
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Table 1

. o . 'USSR: Trends in Populat:.on ant. Labor Force a/
s A T : , 1960 70 : 4

g » L S ‘ M:.ll:.on Persons, Mldyear

T e K e S o , Absolute Chang__
% i category . 'i»,';19sof'f,f1965;121*1570;;{, 196165 . 1966-70 .-
S " Total population . . 214.2° 230.6 . 262.5  16.4 S oane

- Of which: -

& s ‘Population 14 years ’ : S S =
: ga -  of age and older 151.3  164.7  179.8 13.4 - 15.1 gg

,.m_] : - Full-time students 9.5 - -17.9- . 20.3 ‘8.4 2.3 S
|  Labor -supply b/ © 141.8  146.8  159.5 5.0 1.7 '

Labor force .- - 108.6 ~ 119.9° - 129.1 . 12.3 - 3.2
. Brmed forces 3.3 3.2 3.3 o -0.1 0.1

civilian labor’force’ 1053 1ls. 8 125.8 115 - 9.0

Ca. Data are. from Table 6. ~Because of roundtng, components may nat add
! to the totd's shown.
b.. Populatzon 14 yeara and older, minus fuZZ -time students.
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~the entry of teenagers into the labor supply. A%

the same time, the Soviet Union embarked on a
campaign.tovincrease;the-share‘of youths that con-
tinued their education beyond the elementary grades.
During 1961-65 the number of full-time students
nearly doubled ~-- from 9.5 million to 17.9 million =--
‘with most of the growth occurring in general

schools .* S

4. . In the latter half of the 1960s, the number
of full-time students increased by only 2.3 million,
despite a rise of 9.4 million in the student~age
population (14 to 24). A cut in the length of the
general education system from 1l to. 10 years begin-
ning in 1966 resulted in two graduating classes in
June 1966 -- from the phased out 1llth grade and
- simultaneously from the l0th grade. Each of the

~classes graduated about 1.3 million and approxi-
mately doubled the number of students entering the

labor supply that year. A slowdown in the rate of
~ growth of enrollments at full-time specialiged
secondary schools (tekinikume**) and higher educa-
-‘tiOnal'institutions,(?yaeheye;uchebnoye savedeniya --
VUZg**%) also contribu ed to the overall slower rate
~of growth in the number of full-time students in
recent -years. During 1966-70, enrollments at. these
schools rose by 458, compared with 52% during
1961=65.; - : o

- Total Labor Force and Civilian /abor Force

- 5.:-The relatively slow growth of the labor.
- supply between 1960 and 1965 did not retard the

growth ' of the labor force.- During this period,
theJFthlflabor force:incrgaSed‘by.11.3 million,

* “Grades 7 through 11 only. Studente in grades 1
through 6 of the full-time general schools are assumed
to be lees than 14 years of age.: . -

*4 Tekhnikums are primarily designed to train semi-
- profeesional technioians as assistants to more highly
trained graduates of higher education institutions.
In addition, they train for such professions as
den|iigtry, nureing, and teaching (mainly for elementany
gchools). " Graduatee of tekhnikums have completed from
one;:qfthreeyyears of achooling beyond the high gchool
level, T - | .
#X%. The VUZe inolude "universities" and "institutes."
. Graduates have aeompleted from four to 8ix years of
~8chooling beyond the high sehool level. AT

~ SECRET
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compared with an increase of 9.2 million between
1965 and '1970. The average annual rate of growth

- of the labor force declined from 2% during the

- first half of the decade to 1.5% during the latter
half. The increase durlng the earlier period was
made possible by the rising participation of both
nales and females in the labor force. For example,
. the proportion of males 20-29 years of age in the

- labor force increased from 91.0% in 1959 to an
estimated 95.6% in 1965 and the employed proportion

~ of fenales in this age group from 80.4% to 86.1%.

Except for teenagers, the participation rates of
‘all ‘adult age groups are estimated to have in-
creased during 1961-65., Participation rates among
_ teenagers 14-19 years of age fell during this
period because a larger share of youths attended
full-time schools. Since 1965, partlclpatlon
rates by age and ‘sex are believed to have remained
nearly constant, but overall particmpatlon of the

. adult population in the labor force has declined
slightly because a smallex: proportlon of persons

. are in the age groups where participation ‘rates
"'are the highest -- 20 to 49 years of age.

6, The general rise in partic;patlon rates
© in the early 1960s was the result of a labor.
policy employing both coercion and incentives to
get nonworking adults into the labor foice. -

‘”v During 1958-61, various republics passed so-called

"antiparasite" laws, which subjected nonworking

adults to compulsory labor and exile. .Under these

laws, youths who. dropped out of school and falled

to go to work, as well as persons engaged in

illegal private act1v1t1es, ‘were coerced into

"gpcially useful labor" .in: state-owned ernterprises

oy on collective farms. The antiparasite laws

 were modified during 1965-67, narrowing the con- ;
- cept of para31tlsm and ‘abolishing- drumhead pro- '
"oeedings by extralegal commissmons.,;‘_ ‘

. 7.¢fAuthor1t1es sought also to facxlxtate
- employment of housewives by expanding child-care
 facilities -- the number of places. in’ .state-run

’7'-nurserxas and klndergartens rose from 3. 1 millien

- in 1960 to 6.2 million in 1965. During the same
. perzod, the total number of pre-school age . -
 children declined from 34 million to 33 million,
,Consequently, the proportlon of children cared for

‘ ;,hby state-run institutions rose from 9% in 1960
'j,to almost 19% in 1965., : A o

\',‘_5-_
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8.. Furthermore, the USSR tried to match jobs
and workers by alleviating the unfavorable employ-
ment situation in small towns. Participation
rates for household members (other than the head
of the household) have been lower in small urban
areas thun in large industrial centers. Employ-
ment opportunities for wives and other adult
family members may be nonexistent in towns where,
for example, industrial activity is limited to the
operation of one or two plants. As a result,
Soviet authorities have tried to broaden employ-

- ment opportunities for smalltown households by
prohibiting new industrial investment in specified
large cities and deliberately locating new fac-
tories in urban areas with a narrow industrial
base, The partial carrying out of this policy

in the '1960s has tended to boost adult participa-
tion rates.* = i o :

9. Labor force participation rates are not
believed to have increased during ‘the latter half
- of the 1960s. : By 1965 they had reached levels,
~except for youths, beyond which expansion was
nearly impossible. Moreover, some labor policies
of the regime. may have begun to have a negative
~ ‘impact on participation rates. For example,

-beginning in the mid-1950s the regime introduced
-a series of wealfare reforms that expanded the
number. of workers eligible for retiremeit pensions
and increased the size of the benefits.: These
reforms culminated in 1964 with the approval by
the Supreme Soviet of a welfare program that placed
45 to 30 million collective farmers and their
families under a state social insurance system
‘beginning in 1965. Until this program,. the estab-
lishment of pension programs at collective farms
had been optional and entirely at the expense of
the individual farm, As a result, until 1965 many
farms had no program at all, and those with a pro-
gram usually failed to match the benefits received

by workers at state enterprises. .-

:10. The expanded welfare system has permitted
many persons to retire from the labor force who
would not otherwise be able to do so.  During

1966-69 the total number of pensioners increased

,4f;Deapite;the’p}ohibition, complaints about the
continued concentration of inveatment frequently
appear in the Soviet press. - . .
R
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from 26 million to 39 million, or at more than
twice the annual rate recorded during 1961-65,
The law in effect during the late 1960s granted
working pensioners employed in various urban

- occupations only half their pensions (75% if em-

- ployed in the Urals, Siberia, or the Far East)
regardless of earnings, while those employed in
.agriculture and mining received their entire
pension. 1In 1967, 1.5 million persons, or 15% of
all old age pensioners, received retirement pen-
sions while continuing to work in state enter-
prises. - In contrast, in 1956, 60% of all pen-
sioners worked. ,

"Struétﬁre'of‘the Civilian Labor Force

1ll. The share of civilian labor force engaged
~in agriculture declined from 42% in 1960 to 32%
in 1970 (see Table 2). During 1961-65, an average
of one million persons annually moved to the cities 25X1
- from the countryside, spurring the growth in the
nonagricultural lzkor force. Since the mid-1960s,
the rural-urban migraticn has slowed to a trickle;
the slowdown was. attributable,|
to the rapid increase in rural incomes - 25X1
in recent years. Offsetting somewhat the migra-
tion patterns of the 1960s was the trend in the
number of self-employed and unpaid family members
working on private plots.. Employment in this
sector of agriculture reflected the changing
policy of the regime toward private farming during
“the decade, increasing in the early 1960s as
restrictions were eased, decreasing in the late
1960s as restrictions were tightened. Neverthe-~
less, throughout the 1960s the total agricultural
. labor force declined slowly, following the general
trend since 1950. :

. 12. A second structural change occurring in
the civilian labor .force has been an increase in
the number of workers in the services sector as
a proportion of the nonagricultural labor force,
from 33% in 1960 to 37% in 1970.* The 60% rise
in employment in the services sector was about
half again as large as the growth in the indus-

- trial work force during this period. The Soviet

* . The services sector includes education, health,
housing, oommunal economy, trade and dining, banking
and insurance, government administration, ond seience.

ek
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‘I'able 2

SR “USSR: Trends in the C1v1.11an Labor Force
by Lla.:s of Worker and by Branch of the Economy a/
S . . 1960-70 ;

Mz.llion Persons, Mldyearv -

Absolute ‘Chan g e

1960 1965 - 1970 1961-65 1965-70 -

| Total civilian labor . R S
- foree. o . 105.3 - 116.8  125.8  11.5 9.0

S Bx class of worker

Workers in the R R P - :
T soc:.al _economy - b/ 97.4 " 107.9 - "118.5 . "10.5 ©10.6 -

Self-employed and - v v
- -unpaid family : : R -
workers A : 8.0. 8.9 . 7.3 0.9 -1.6

LAHOHS

By sector of the economy- o

e ’:Agrlcultural sector o L4406 23, 1’ 39,7 -1.5 - -3.4

o Nonagrlcultural sector 460;8:‘";73 7 8.1 - 12.9 . 12.4

Industry © . 22.6  27.4  31.4 4.8 4.0
. Services . . 20,1 26.4  32.1 6.3 5.7
o Ofherg/ - 180 19 2206 113 207

'_‘1‘a.1 .-,Because of roundzng, componente may not add to the totals shoum.
by »Incluazng wvage and galary warkere zn state enterprze ga- ar.d
workers on collective farms.

ey Im-lud?.-zg forestru, transportatzon, communzcatzons, and con-
8truction. -
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- Union has apparently reached that frequently
observed state of development where the pace of
expansion of employment in industry slows while
the rate of employment growth in tert:.ary
activities accelerates. Considered as unpro-
ductive" by Soviet planners, the USSR's gervices
seéctor was given denerally the lowest priority
until recently. As a result, while the urban
pcpulation increased by 65% between 1940 and 1960,
the number of persons employed in domestic trade
activities in urban areas rose by only 60%.
Between 1960 and 1966, however, employment in
urban domestic trade :Lnr'reased by 39% while the
urban population grew by 20%. Since 1960,
planners have come to realize that the ineffi-

- ciencies in the distribution system had an adverse
effect on the labor force. The hours required
each day for the average Soviet family to provide
its household needs causes absenteeism and lower
productivity and forced some housewives to stay
out of the labor force.

"Prospects for the 1970s

'13. The Soviet Union enters the 1970s with a
rising concern about its manpower prospects.
‘Shortages of skilled workers and labor in large
cities have been longstanding features of the
Soviet labor scene. Beginning in 1967, however,
‘articles appeared in the press concerning a
general, nationwide manpower shortage. After
exceeding plans for the labor force annually
since 1950, there was a shortfall in the manpower
plan for industry in 1966. In 1967, only three-
fourths of the plan was met for additional wage
-and salary workers, and planners revised downward
‘the manpower goals for 1970 established in the
five-year plan (1966~70). Recent articles sug-
' gest that there was no easing of the tight labor
- market during 1969 and.1970. -The chairman of the
RSFSR Committee for the Utll:.zatlon of Labor
Resources, K. Novikcv, attributed the labor

. shortage o the following factorsi

SR An J.nsufflclent rate of growth in
. labor product:.mty, S ‘ ,

- An J,nablla.ty to ralse partlclpatlon
: rates from theJ.r a1ready hlgh levels,

'"f_'?- 10 —“
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A raduction in the rural-urban
migration;

An excessive concentration of
industry in large cities;

An increasing delay in young people
joining the labor force because of
longer schooling; and

A misallocation and a misuse of
existing labor.

14, The current situation of a generally tight
labor market is likely to prevail in the foresee-
able future. Despite the prospects of several un-
favorable manpower tr.nds in the 1970s, however,
the evidence does not suggest that Soviet leaders
are facing a massive or irreversible manpower
shortage. Moreover, the present enormous ineffi-
clency in the use of labor, as evidenced by the
fact that the labor force in the USSR is half
again as large as that in the United States but
is able to produce only about one-half the amount
of goods and services, provides vast opportunities
to improve the productivity of the existing labor.
Partial success in making use of such opportunities
for labor saving would tend to offset, at least in
part, the effects of the adverse manpower trends
described below. However, past efforts to improve
the efficiency of labor through administrative
raeform and improved incentives generally have been
half measures at best, failing to attack central
problems. g

15. Projections of the Soviet labor force for
1971-80 were constructed by applying labor force
participation rates by age and sex to estimates
and projections of the adult population. It is
assamed that all persons 14 to 24 years of age not
in the labor force will be attending schools on a

. full-time basis. To the extent that some youths
14 to 24 will be neither in the labor force nor
attending school on a full-time basis, the esti-
mates of full-time students are overstated. The
projections of the civilian labor force assume
that the size of the armed forces will be the
same in 1980 as in 1969 and the projection of the

Ta1 -
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. agricultural labor force is based on the trends
of agricultural employment during the period
1959-67. The nonagricultural labor force is de~-
rived as a residual -- total civilian labor E£orce

g minus the agricultural lahor force. . :

 Population and Labor Supply

16. During the 1970s the total population of
the USSR is projected to increase by 25 millien,
or at about 1% a year (see Table 3) -- the same
rate that was recorded during the last half of
tlie 1960s. Increments to the adult population
during the 1970s will be affected increasingly by
the sharp decline in the bi.rth rate in the 1960s.
Between 1970 and 1975, the adult population will
grow by about 16 million, compared with 12 mil-
lion during 1976-80. The teenage gegment (14 to
19 years) of the total adult population will de-
cline from about 15% in 1970 to less than 13% in
1980. Growth in the labor supply -~ the source of
labor force growth -- will be determined not only
by demographic changes but also by the regime'’s

. policy toward education.

17. Education goals for the 19708 have not

been. announced, and the past history of sharp
swings in policy =-- from rapid expansion in the
early 1960s to slow growth in the late 1960s ==
makes predicting the future policy hazardous. 1f

a policy is followed of expanding full-time educa-
tion, it will tend to restrict the growth of the
labor force by holding more youths in schoel.

For example, if a policy prevails for providing
universal, full-time education to youths 7 to 18
‘years of age and for expanding higher and secondary
" gpecialized education at the rates recorded during |
the 1960s, the number of students would increase

by more than half by 1980 while the resulting

dearth of young workers would restrict the growth

‘of the labor force to less than 1% a year, or to

about half the rate attained in the 1960s., These

results suggest that Soviet leaders would f£ind

this to be an unacceptable policy.

18. On the other hand, Soviet authorities
could follow a '"neutral" policy toward education,
holding labor force participation rates of youths
at current levels and allowing enrollment in full-

. time .education to fluctuate according to the ‘

- 12 -
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Table 3

USSR: Trends in Population and Labor PForce a/ -
i » 1970-80

Million Persons, Midyear

Absolute Change

Category 1970 1975 1980  1971-75 1976-80
Total population 242.5 254.6 257.5 12,1 12.9
Of which:
w Population 14 years
= Of age and older  179.8 195.6 207.6  1s5.g 12.0
% ? Full-time students 20.3  21.9  20.2 1.6 -1.7
- Labor supply 155.5 172.7 187.4 14.2 13.7
Labor force 129.1 140.6 151.7 11.5 1.0
" Armed forces 3.3 3.3 3.3 0 0
Civilian labor force 125.8 137.3 148.4 11.5 11.0

a. Data are from Table 6. Bzcause of rounding, componenta may
no% add to the totals shoun. - :

_ ' - 9-3
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numbar of youths. This would result in an increase
in the number of students during 1971-76, but a
s8light deciine would occur thereafter. More
importantly, this policy would not substantially
deapraess the rate of growth of the labor force
during the 1970s. Consequently, for projection
purposes, it is assumed that the USSR will foliow
the lattar policy -~ that labor force participation
rataes among school-age youths (14 to 24) will re-
main constant. However, it shoculd be stressed
that the growth rate of the projected labor force
would be lowar to the extent that official policy
calls for a continued increase in student enroll-
monts in the latter half of the decade. 1In this
sensa, tha projected rate set forth below can be
viawed as an upper limit, with the possikility
that actual employment will grow somewhat more
slowly.

Toival Labor Foree and Civilian Labor Foree

19. The total labor force and civilian labor
force are projectad to increase by 11.5 million
during 1971-75 and by 11.0 million during 1976-80.
Thus during the esarly 19708 the labor force is
expactaed to grow more rapidly than during the
late 19608, but the increments to the labor force
will gradually diminish after 1975. Overall,
given the assumption concerning the laveling off
in student enrollments in 1976 and declines in
1977-80, the average annual rate of growth of the
total labor forca will be slightly lower during
t?e 19708 than during the 19608, 1.6% compared
with L.78.

20, The projected estimates of the labor force
for the current dacade assume that par Acipation
rates remain at the estimated levels for 1970.
This assumed stability in participation ratas
contrasts with the incroases that occurred in the
19608 (see Table 4). To continue the upward trend
in participation rates, however, the Soviet Union
would need to raverse the current education policy
that results in low participation rates among the
youngest groups of the adult population. A ro-
versal of the education policy seems unlikely.

21, Soviet economists have written of the
inability to increase participation ratas further.

- 14 -
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Indeed, the regime may f£ind it diffiocult to main=-
tain the cuxrent participation rates of women and
the oldort{. In the past the basioc finanocial

. nooeds of the family nacessitataed employmant by
its femala mombers. The nearly twofuld increase
in per capita disposablp monay income batween 1950
and 1969, however, has graatly eased the financial
straits of moot Soviet families. B8imilarly,
rising family incomas and expanded pension programs
have eased the plight of the elderly. As yet,
there he&s been no discernible laessening of labor
foroca participation among these groups. Widex job
opportunities (particularly in the services sector),
expanded child~-care facilities for working mothers,
and continuing pressure againat nonworking "para-
siten" may offset any tendency to drop out of the
labor market bacause of righer incomes.

Table 4
USSR: Labor Force Participation Rates
by Age and Sex
Percent
Age and Sax 1959 1970~-80
Males
14 and 15 years 13.1 10.0
16 to 19 years 65.9 40.0
20 to 29 years 91.0 95.¢€
30 to 19 yaars 95.0 88.0
40 to 49 yoars 93.0 97.6
50 to 54 yaars 90.1 94.6
S5 to 59 years 83.5 87.7
60 years and over 52.5 57.0
Females

14 and 15 yoars 17.1 14,0
16 to 19 years 66.5 42.0
20 to 29 years 80.4 88.

30 to )9 years 77.7 85.0
40 to 49 years 75.4 82.0
SO0 to 54 years 67.7 74.0
55 to 59 years 48.5 53.0
60 years and ovor 33.8 37.0
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22, Tha projection of civilian labor force is
based on the assumption that the size of the armed
forces will not changa. Of coursa, a reduction in
the armed forces would swell the ranks of the
civilian labor force and ease the manpower pinch.
And under a similar labor shorxrtage in the late
19508 and early 19608, domobilizations werc carried
out. However, rising tensions, including the
China bordar problems and the invasion of Czacho-
slovakia, have caused a gradual expansion of mili-
tary manpowar since 1965. Moraover, the probable
continuance into the aar.y 19708 of the pressures
that led to the maintenance of the present level
of military manpower will preclude a sizable de~
mobilization during at laast the first half of the
dacade.

Struoture of the Civilian Labor Forae

23. More uncertainty is involved in projecting
the structure of the civilian labor force than in
astimating the total. The greater uncertainty
arises because of the infiuence of planning
dacisions on the allocation of labor among the
economic sectors and of the current Soviet reti-
cance concerning future goals. Projections by
class of worker assume that the trends of the
19608 for collective farmers and self-employed
family workers will continue during the 1970s.
The increase in the state labor force (wage and
salary workers) is derived as a residual -~ total
civilian labor force minus coliective and upaid
family workers.

fonagrioeulcural Labor Foroae

24. During the current decade the nonagricul-
tural labor force is projected to increase by
approximately one-third, from B86.1 million to
113.6 million (see Table 5). Trends in employmant
arxong the seltors of the nonagricultural labor
forfc during the 19708 can only be a matter of
senjecturs.

25. It is arbitrarily assumad that tihe indus-
trial labor force will grow at a rate of 2%
annually during the 19708, This rate i{s lower
than the annual average rate of 3.8% recorded
during 1961-68 but higher than the rate achieved
during 1968-20 wvhen growth averaged less than 2%
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Table S
USSR: Trencs in the Civilian Labor Porce
by Class of Worker and by Branch of the Economy a/
] 1970-80
Million Persons, Midyear
. - Absolute Change
i
. cateqory 1970 1975 1980 1971-75 1976-80
Total oivilian labor
Forae 135.8 137.3 143.4 1.8 17.0
By class of worker
m 4
m workers in the soclal f-fj
Q -~ ecunomy b/ 128.5  130.5 141.9 12.0 11.4 g
!3 ' Self-amployed and =
unpaid fandly -
volkors 7.3 6.9 6.4 -0.4 -0.5
By sector of tha ecoaomy
Agricultural sactor 39.7 37.3 34.7 -2.4 -2.6
Nonagricultural soctor 86.1 100.2 113.6 14.0 13.5
Industcy 31.4 34.7 38.3 3.3 3.6
Othar c/ 54.7 65.4 75.3 10.7 9.9

a. Becgues of rounding, components may nobt add to the totals akoun.
b, Including wage and salary workers in state enterprisee and
workers on aollective farms.

o, Imsluding forestry, fransporiation, communications, coratrue-
tfom, and aervicea.
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annually. About throe-quarxters of the increase

in the nonagricultural lpbor. force will occur in
the nonindustrial sectors. The services soctor

is likely to be the reocipient of the largest number
of new workers in the 1970s. 1f amploymont in the
services soctor grows at the same rate as recorded
during 1961-68, at loast one out of avoxry two
workers added during the 19708 to tho nonagricul-
tural branches will be added to tha servicoes
sactor.

Agrioultural Labor Foroe

26. Theo total agricultural labor force is pro=-
jocted to decline by 5 million persons, a drop of
about 13% -- from 39.7 million in 1973 to 34.7 mil-
lion in 19680. In 1980, according to the rojoc~
tions, approximately one worker in four wfll be
employed in agricultura, compared with about ona
worker in three in 1970.%* 1In contrast, recent
projections of the US aconomy in 1980 indicate
that only three workers in 100 will be omployad
in agricultura. The projection for the Soviat
Union implies that during the 1970s, a steady
growth will occur in the productivity of the
agricultural labor force, but also implies that
Soviet agriculture will not achiove a breakthrough
sufficient to permit a large-scale shift from
agricultural to nonagricultural employment.

27. It is assumed that smployment during the
current dezads in the subsectors of agriculture --
state farms, collective farms, and private
plots -- will follow the trends raocorded during
1959-67. The labor force onh state farms will
increase by 17% during the 19708 and account for
more than ono-third of the total agricultural
labor force in 1980 compared with one-fourth in
1970. 1If past trends continue, the labor force
both on collective farms and on privats plots
will diminish throughout the 1970s. By 1980 the
numbaer of workers on collective fa.ms will have
declined by more than ons-fourth, from 22.2 mil-
iion in 1970 to 16.4 million i{n 1980. During the

25X1
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name period, labor on. private plots will be ra-
duzed by about 13% and account for only about 18%
of the total agricultural labor force in 1980.

Implications. of Manpower Trends
¥or Boonomio ﬂrowEE

28, The average annual rate of growth of the
nonagricultural labor force during the 1970s is
expected to be only four-fifths the average yearly
rate achieved during the 19608, 2.8% and 3.5%, re-
spoctively. Such a slowdown could retard the
growth of the aeconomy. Several detailed studies
of aconomic growth rates in postwar Burope have
postulated that abundant labor is necessary to
sustain the growth process. For example, Charles
Kindleberger concludas that:

The major factor shaping the
remarkable economic growth which most
of Europe has exferienced since 1950
has been the availability of a large
'upply Qf lnbOl' s80 o Wit-h the ax~
haustion of Europe's excess supplies
of iabor, in the early 19608, tha high
rates of economic growth of the 19508
are slowing down ... .*

The manpower situation in the Soviet Union has
been somewhat analogous to the conditions in
Waptern Eurnpe: labor was in relatively large
supply in the 19508 and in increasingly short
supply during the 1960s. The lower projacted
rata of growth in tha labor force indicates this
stringency in the USSR will probably get a little
worse in the 1970s. Moreovar, other labor-
related factors occurring in the USSR that will
tend to depress the economic growth potential of
future additions to the labor force include:

(1) a slowdown in the rate of growth of capital,
{(2) a declining rate of growth in employment in
seciors with relatiwvely high productivity while
amployment in sectors with relatively low pro-
ductivity is accelerating, and ()) a decreasing
rate of growth in the quality of the labor forca.

¥ Charles P. Kindleberger, Europe's Postwar
Growth: The Role of Labor Supgly. Cambridpe,
Nassaohusetts, Harvard Univeratty Pross, 1542,

p. 3.
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" 29, One possible method of countering a slow-
down in the growth of the labor force would be to
increase the rate of growth of capital. However,
the rates of growth of capital stock were lower
during the 19608 than dAurinyg the 19508, and the
rates are not likely to increase during the 1970s.
Moreover, a recent study indicates that alternative
rates of growth of capital stock make very little
difference in the estimated value of output of
the Soviet economy by 1960, On the other hand,
the same study found that the response of output
to a changs in the rate of growth of labor inputs
is much stronger.* Thase divergent trend .. resulted

- because, during th> 19604, there were diminishing
returns to new investment. That is, at tha and
of the 19608, a givon increment of invastmant
rasulted in a smaller addition to output than the
same increment made at the beginning of the 1960s.
Under these conditicns returns to new investment
diminish vary rapidly when capital stock grows
much faster than inputs of labor. Tiiis Buggests
that, in the Soviet growth formula, the growth of
labox 1nguta in the 1970s may be a more critical
factor thun during the 1960s, |

30. Structural shifts in the labor forxce during
the 19708 are also likely to depress tha growth
rate of the economy. The growth rate of labor pro-
ductivity in industry traditionally has been much
greater than the rates for other sectors of the
economy. This meant that the con:ribution to
economic growth of an additional worker in industry
was greater than an additional worker amployed in
anx other sector. For years, economic growth was
stimulated by the process of expanding the work
force most rapidly in sectors with the highest
rates of growth of labor productivity. As ex-
plained above, however, dur;ng the 1960s the
structure of the labor force in the USSR began
to shift. Additions to the industrial labor force
slowed while workers were added to the services
sector at an accelerated pace. Thisg trend is
expected to continue in the 1970s.

31. Racent projections «f the labor force of
the United States to 1980 indicate trends analogous

25X1
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to those projected for the USSR, One US study
estimates that the shift in the structure of the
labor force from the producing sectors. to the
services sectors will cause a slight decline in

the average annual growth rate of thae economy, from
more than 3% a yYear during the 1960s to 2.8%

5 a‘nually during the 1970s.* The differential in
the growth rates of labor productivity baetween the
producing and services sector is harrower in the
United.States than in the Soviet Union. Thus the
impact on the growth rate of the aconomy of a ghift
in the structure of the labor force from the high-
efficlency producing sectors to the low-effirciency
services sectors could be much greater in the
Soviet Union than in the United States,

32, A third labor-related factor that may
impede the economic growth rate of the USSR in
the 19708 is a slowdown in thae qualitative improve-
ment of the labor force. This slowdown comes at
a time of increasing needs for skilled@ manpower;
transformation to a modern, industrialized economy
maans that untutored peasants no longer are a source
of useful manpower for industry. .

33. Education is the most important qualitative
factor: it determines both the types of work an
individual can do and higa efficiency in doing them.
Edward Danison has estimated that between 1950 anq
1962 the increase in the educational attainment of
the labor force contributed about 15% to the aco-
nomic growth of the United States and approximately

the adult population serves as an indicator of the
aducational attainment of the labor force. Accord-
ing to estimates and projections made by the US
Bureau of the Census, botween 1960 and 1970 the
median years of school attained by the adult popu-
iation in the Soviet Union rose by almost one-
quarter, from 5.9 years to 7.3 years. Between

® Giioert Burok, "There'll Be Lese Leigure Than
You Think,” Fortune, Narok 1870, p. 88.
“4 Bdward P. Dentson, Why Growth Rates Differ:
Postwar Experience in Nine Wastern Countries, 2he
Brookinge Institution, Waohington, 0.c., 1967,
y p. 2909-312,
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1970 and 1980, however, the median years of school
is projected to grow by about 11%, to 8.1 years.*
This suggests that whatever' the contribution edu-
cation .made in the past to Soviet economic growth,
it was probably more than will be made in the
futurae.

Conclusions

33. During the early 19708 the Soviet labor
force is expected to grow more rapidly than during
the late 19608, but increments to the labor force
will gradually diminish after 1975. Overall, the
average annual rate of growth of the total labor
force is expacted to be slightly lower during the
19708 than during the 19608, 1.6% compared with
1.7%. However, the projected growth in the labor
force for the 1970s represents an upper limit of
expectation; if the regime decides to expand full-
time education in the late 19708 the growth rate
of the .labor force could be reduced by as much #s
one~-half from the projected rate. More impor%antly,
the nonagricultural labor force is projected to
grow .at an average annual rate of only 2.8% during
the 19708, compared with 3.5% during the 1960s.
Thus the tight labor situation experienced in the
late 19608, when the labor force grew at an average
annual rate of less than 1.5%, will probably con-
tinue to exist during the projection period.

34. Despite far larger increments to the labor
supply during 1966-70 and success in maintaining
a vary high rate of participation in the labor
force, complaints were voiced increasingly about
a general nationwide labor shortage. 1In 1967,
only three-fourths of the plan was met for addi-
tional wage and salary workers, and planners re-
vised downward the manpower goals for 1970 estab-
lished in the five-year plan (1966-70).

* US Bureau of the Caensus, Estimates and Projec-
tions of Educational Attainment in the USSR:
1950-1985, Serice P-91, No. 16, by Ann §. Goodman
and Murray Peshbaoh, Washington, 1967, p. 17.
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35. . .Throughout' the decade of the .1960g, the

Soviet Union continued to evolve' from.an agricul-
tural to an industrial and service economy. The

. share of persons employed in nonagricultural pur-
sulits rose from 58%.in .1960' to.68% in 1970. 1In
the 19708, structural changes in the .labor force

) - are .expected to follow past trends. The nonagri-
cultural .labor force will.increase.by approximately
one-~third. If employment in the services sgector
grows at'.the same rate as recorded during 1961-68,
one out of every' two workers- added during the
19708’ to..the nonagricultural branches will be added
to the services .sector. The total agricultural
labor force is projected to decline from 39.7 mil-
lion in 1970 to 34.7 million in 1980, or by ubout
13%, In 1980, according to the projections,
approximately one worker in four will be employed
in agriculture, compared with about one worker in
three in 1970.

36. Several detailed studies of economic growth
rates .in postwar Europe have concluded .that main-
taining high growth rates of the labor force is
necessary to sustain rapid economic growth. If
this is correct, the slowdown in the average
annual rate of growth of the nonagricultural labor
force in the USSR during the 1970s compared to
the 19608 could retard the grcwth of the economy.
In addition, other labor-related factoxs are
occurring that will tend to depress the economic
growth potential of future additions to the labor
force .including: (1) an increasing capital-output
ratio, (2) a declining rate of growth in employ-
ment in sectors with relatively high labor produc-
tivity (industry) while employment in sectors with
relatively low productivity (services) is accel-
erating, and {3) a decreasing rate of growth in
the educational attainment of the labor force.

37. Despite the prospect for several unfavor-
able manpower trends in the 19/0s, the present
enormous inefficiency in the use of labor provides
vast opportunities to improve the productivity of
the existing labor. Howaver, past efforts to
improve efficiency and to save labor have been
notable for their lack of success. For example,
one of the explicit objectives of the economic
reforms launched by Kosygin in late 1965 was to
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raise efficiency, primarily by revising incentives
for enterprise managers to reduce labor and other
costs,. By all accounts, the new measures have had
no such effect thus far, nor are they.likely as
they now operate to have a significant effect in
the future. But as the manpower pinch continues
and ff.:he pace of economic growth becomes increasingly
diflicult to {aaintain, the argument of those Soviet
leaders who wish' to try further or more drastic
reform will be' strengthened@.
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APPENDIX

: - Methodology

' The USSR does not publish, on a regular basis,
data that are compatible with the concept of the
laborx .force that is used in this memorandum --
"laboxr force" as a measure of the "economically
active population." Such' data have been published
only once for a recent date -- 15 January 1959,
when a complete census was conducted. Moreover,
no data on the number of persons in military
gservice are published on a regular basis.

The Soviet Union regularly publishes annual
averzge employment data that are believed to re-
fleot fairly accurately the number of persons who
have worked in state enterprises (wage and salary
workers) but, because of the seasonality in employ-
maent on collective farms, greatly understate the
number of persons actually available for work on
farms or for transfer to other branches of the
economy. Also, a large number of persons are
engaged in private activity. Soviet economists
estimate employment in this sector on the basis
of man-year equivalents. This is done by applying
estimates of input coefficients to reported data
on the output from the private sector.

In this memorandum, data’ from the 1959 census
are used in conjunction with other official data
to derive the estimates and the projections of
the total labor force :| | Estimates ‘ 25X1
for 1960-68 of the nonagricultural labor f-ovse ‘
and the state farm labor force are computad as the
sum of the annual average employment in the re-
spective branches and as the absolute difference
between the 1959 census labor force in these
branches and the average of 1958 and 1959 annual
average employment  in these categories. The col-
lective farm labor force is derived from the ratio
of the 1959 éensvs 'labor force to the average of
the 1958 and 1959 annual average employment on
. these .farms. - Estimates of the labor force in the
private sector are man-year equivalent figures
derived in part from data from the 1959 census
on the size of the private sector labor force, in
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part from'.othex offiicial Soviet data on' the number

of hactares privately cultivated, and, in part,

from.the output' of the private  sector. Estimates

of the size of the armed forces for 1962-69 are .
raported by the' Institute for Strategic Studies,

London,' The Communiet Bloo and the Western Allianocea:

The Military Balanoe 1§62-63, and subsequent annual '
issues.

For. the period 1969-80 the total labor force
was projected by applying estimated labor force
participation rates to estimates' and projections
of the population by age and sex. The components
of the labor force were projected as follows:

The armed forces wera assumed to re-
main constant throughout the period.

The agricultural labor force was pro=
jected on the basis of the trends in
agricultural employment during 1958-67;
it was also assumed that the relation-
ships between the 1959 census labor force
in agriculture and the average of 1958

. and 1959 annual employment in each cate-
. gory of agriculture will remain constant
during the projection period.

The nonagricultural labor force was

derived as ‘the difference between .the total
labor force and the ayricultural labor force.

The Soviet Union regularly publishes data on

N the -number: of full-time students, by type of

school .| | No data, however, are pub- 25X1
lished on the number of full-time students by age.

In Table 7, official data for 1960~-69 are used

when .available, ani, when not, it is assumed that

all persons of the approprlate age not in the

. labor .force are attending school on a full-time

basis. For example, it is assumed that all 14-

year olds that are not in the labor force are .
attend,ng the 7th grade. :

S
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